


the growth of your company 


The year 1971 earmarked the 40th anniversary of 
Lucky Stores, Inc. The company was incorporated 
under the laws of the State of California in 1931. At 
that time the company operated six supermarkets in 
Northern California. By 1959 Lucky’s expansions had 
allowed it to grow to 117 stores in California and 
Washington. 

In 1959 the company started building larger versions 
of its supermarkets calling them “discount centers!’ 
These discount centers range in size from 27,000 sq. ft. 
to 60,000 sq. ft. and offer a complete variety of food 
and a greater variety of nonfood products than in its 
supermarkets, including pharmacies and liquor depart¬ 
ments in most of them. 

In 1960 Lucky diversified by purchasing a member¬ 
ship department store in Southern California and it 
became the forerunner of the Gemco and Memco mem¬ 
bership department stores located in California, Ari¬ 
zona, Maryland and Virginia. These units of about 
110,000 sq. ft. usually contain complete food, liquor, 
variety, domestic, ladies-children-mens apparel, sport¬ 
ing goods, pharmacy, major appliance, automotive, 
and patio departments. Jewelry, shoe, snack bar, gas 
station and TBA (tires-batteries-accessories), cleaners, 
and optometrist departments are leased. 

In 1962 Lucky began experimenting in its food stores 
in Phoenix, Arizona with a totally new merchandising 
concept. Lucky eliminated stamps, specials, shortened 
store hours, and established a one-price program. This 
“discount” pricing program was widely accepted by 
the consumer. By 1967 all Lucky stores were operated 
on the discount pricing concept. 

In 1968 Lucky entered the Midwestern Section of 
the United States by acquiring the “Eagle Complex” 
which consisted of supermarkets (Eagle) and drug 
stores (May’s) located in Illinois, Iowa, and Wiscon¬ 
sin. During that same year the Ardens stores were added 
to the Lucky family. These stores offer a complete line 
of ladies apparel in the low to medium price range. 

In 1968 Lucky joined the group of large retailers 
with sales in excess of one billion dollars. In 1971 Lucky 
ranked eighth in size of all food chains and fourteenth 
among all retailing companies in the United States. 

Diversification in types of retail outlets and develop¬ 
ment of manufacturing facilities has led to the opening 
of sporting goods stores (L & G) in Southern California; 
automotive jobber outlets including a warehouse in San 
Diego, California; Harvest Day bakeries, Lady Lee 
dairies (California), and meat plants (California) 
within the company’s regional distribution centers 
located in San Leandro and Buena Park, California, 
and Milan, Illinois. The Ardens and ready-to-wear 
operation is supported by a soft goods distribution cen¬ 
ter in Southern California and a buying office in New 
York. The major appliance operation is supported by 
warehouses in Los Angeles and San Francisco, 
California. 


In 1971 Lucky diversified further by acquiring Han¬ 
cock Textile Co., Inc., Kragen Auto Supply Co., and 
Dorman’s, Inc. 

Hancock has its headquarters and distribution center 
in Tupelo, Mississippi, which services its 81 large 
retail fabric stores located in 15 states covering the 
South, Southwest, and Pacific Coast areas. 

Kragen has its headquarters and distribution center 
in San Jose, California, which services its 11 retail 
auto supply stores located in the San Jose and Salinas, 
California areas. 

Dorman’s has its headquarters and tire retreading 
center in San Diego, California, which services its 15 
tire stores located in San Diego and Imperial Counties 
in California. 

In March of 1972 we entered into an agreement to 
acquire Thurmond Chemicals, Inc., which manufac¬ 
tures, packages and markets liquid bleach, cleansers, 
and other household products, and has its headquarters 
and distribution facility in Pico Rivera, California. 
This facility will serve our California stores with pri¬ 
vate label household products and will continue to 
supply its present customers. 

Lucky has established an enviable reputation for 
quality and service, as well as a loyal and steady patron¬ 
age throughout the areas it serves. 
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the year in brief 


% of 



1971 

1970 

Increase 

(Decrease) 

SALES 

$1,793,613,000 

$1,576,982,000 

13.7 

EARNINGS 

(Before Taxes on 

Income) 

61,178,000 

56,747,000 

7.8 

NET EARNINGS 

30,763,000 

27,974,000 

10.0 

EARNINGS 

Per Share - Common Stock 

1.02 

.94 

8.5 

Per Share-Fully diluted 

.99 

.91 

8.8 

As a percent of Sales 

1.72% 

1.77% 

(2.8) 
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GENERAL-1971 

Lucky established new highs in sales, earnings, and 
dividends in 1971: 

Sales $ 1,793,613,000-up 13.7% 

Earnings $ 30,763,000 — up 10.0% 

Earnings Per Share S 1.02 —up 8.5% 

Dividends Per Share S .48% — up 14.8% 

We issued our twelfth 3 percent stock dividend and 
our third 100 percent stock distribution during the year. 
The present quarterly cash dividend rate is 12cents 
per share. 

Every year presents different challenges and we 
adjust our operations to meet them. In 1971 wage 
increases, price control regulations, and intensified 
competition were significant in their effect on our 
results. Wage increases were the highest in the last 
twenty years. Price controls and competition prevented 
price adjustments necessary to improve gross profit dol¬ 
lars enough to adequately offset these increased costs. 
However, in comparison to others in our industry, our 
results were excellent. 

The opening of 35 new stores and the acquisition of 
107 fabric and automotive stores added 2.1 million 
square feet of store area (net of closing 14 outmoded 
stores). 

We enlarged our distribution facilities at Buena Park 
and San Leandro, California, and began a $5.4 million 
addition to our Milan, Illinois distribution facility. We 


GENERAL MANAGEMENT COMMITTEE 
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shareholders and employees 


completed a new 14,000 square foot delicatessen pack¬ 
aging plant at San Leandro, California, which supplies 
stores in California, Arizona, and Nevada. 

Continuing our policy of updating and refurbishing 
older stores and enlarging service facilities, where pro¬ 
jections indicate the investment is justified, we spent 
$20.1 million improving existing facilities. 

In January of 1972 we occupied our new Corporate 
Headquarters in Dublin, California, located at 6300 
Clark Avenue, on 4*4 acres of land. This modern 
36,000 square foot brick building will be the adminis¬ 
trative, accounting, and computer headquarters for the 
company. The central 370-145 IBM computer will con¬ 
trol the remote computers located in the regional offices 
at Buena Park and San Leandro, California and Milan, 
Illinois. Our major appliance and apparel distribution 
facilities in California, and the fabric distribution facil¬ 
ities in Tupelo, Mississippi, will be linked to the cor¬ 
porate computer network in the future. 

We consolidated our position in Northern Virginia 
and Southern Maryland with the opening of two 
105,000 square foot department stores and in Houston, 
Texas, where we opened two 32,000 square foot dis¬ 
count centers. We are now well accepted in these areas. 
In 1972 we expect to open two more discount centers 
and two department stores in Houston, and one depart¬ 
ment store in Virginia. 

The three L & G sporting goods stores, opened in 
Southern California late in 1970, generally have 
achieved the results we expected. We expect to open one 
more store in that area in 1972. We believe there is a 
place in the consumer market for this type of specialty 
store which offers a wide variety of merchandise to 
customers interested in sports and other leisure activi¬ 
ties. We expect to continue the experiment with these 
exciting stores to see if we can take advantage of the 
expansion opportunities the future offers. 

We continued our expansion in the automotive field 
with five new stores, and at year end completed the 
acquisition of Dorman’s, Inc. and Kragen Auto Supply 
Co. This gave us 36 automotive stores. The new Auto¬ 
motive Division is expected to expand by ten stores in 
1972. 

With the acquisition of Hancock Textile Co., Inc. at 
year end, Lucky entered the fabric business. We now 
operate 81 fabric stores in 15 states, supplying these 
units from an 80,000 square foot distribution facility 
in Tupelo, Mississippi. The Fabric Division is expected 
to open 15 fabric stores in 1972 and install fabric 


departments in the three new department stores to be 
opened in Houston, Texas and San Diego, California. 

Plans are underway for a 40,000 square foot ice 
cream plant to serve our California stores. It will be 
located at our Buena Park, California distribution 
facility. Completion is expected in 1973. 

We have started construction on a 25,000 square foot 
produce distribution facility in Phoenix, Arizona, which 
will serve our stores in Arizona and coordinate the back 
hauling of produce to California. We expect to be in 
operation in April 1972. 

Lease negotiations have been completed for two auto¬ 
motive warehouses. In San Diego, California, we will 
have an 85,000 square foot facility serving our stores 
in Southern California which will start operations in 
November 1972. In San Jose, California, we will have 
a 68,000 square foot facility which will serve our 
Northern California stores when completed in April 
1972. 

GENERAL-1972 

We expect our sales to exceed $2 billion in 1972. We 
will continue stressing our value image in all retail 
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EARNINGS 




stores, offering our customers an exciting place to shop, 
emphasizing an adequate variety of national brands 
and private label merchandise at competitive prices. 
Our food and department stores will continue the dis¬ 
count pricing philosophy which we initiated so success¬ 
fully in the early 1960’s. Fabric and automotive mer¬ 
chandising will continue in the same format which has 
proven successful for them. 

We expect to open about 70 stores, emphasizing dis¬ 
count centers and department stores. The breakdown 
by type of stores is shown under the section covering 
Expansion. We will continue modernizing our older 
stores. We will open two department stores in Illinois 
near Chicago, two in Houston, Texas, and one in San 
Diego, California. These are new areas for our depart¬ 
ment stores; however, we are successfully operating 
food stores in these areas. 

During 1972 we will assign responsibility for opera¬ 
tion of department stores to the Region in which they 
are located. The consolidation of department stores 
within regions will create the most effective type of 
organization and permit efficient use of regional staff 
departments such as real estate, accounting, industrial 
relations, and advertising. 

By year end, Lucky will have three regions (North¬ 
ern, Southern, and Midwestern) and two divisions, 
(Automotive and Fabric). Each region will consist of 
supermarkets, discount centers, department stores, drug 
stores, and distribution facilities. In addition, the 
Southern Region will have apparel stores and their dis¬ 
tribution facilities and sporting goods stores. The Auto¬ 
motive Division will comprise automotive stores, tire 
retreading operations, and distribution facilities. The 
Fabric Division will consist of wholesale operations, 
retail stores, and distribution facilities. 

In March of 1972 we announced that an agreement 
had been reached for an exchange of 10,000 Lucky con¬ 
vertible preference shares and approximately 6,200 
Lucky common shares for all the outstanding shares of 
Thurmond Chemicals, Inc. The preference shares con¬ 
vert to 20,000 of Lucky common shares. The Lucky 
common shares to be delivered at the closing of the tran¬ 
saction are to be purchased in increments by Lucky in 
the regular way on the stock exchange during the period 
prior to closing. Thurmond Chemicals, Inc. manufac¬ 
tures, packages, and markets liquid bleach, cleansers, 
and other household products, and has its headquarters 
and manufacturing plant in Pico Rivera, California. 
This facility will serve our California stores with pri¬ 
vate label household products and will continue to 
supply its present customers. 


























































































































CAPITAL & FINANCIAL 


One of Lucky’s greatest strengths is its people. We 
have a hard working team of 31,000 people who are 
dedicated to operating the best stores, warehouses, 
transportation, and manufacturing facilities in the 
country. They know their jobs and do them well. We 
are grateful for their efforts. 

We wish to express appreciation to our shareholders 
for their confidence and to our Board of Directors for 
their guidance and counsel. 



Chairman of the Board 



Wayne H. Fisher 
President 


FOURTH QUARTER RESULTS 


1970* 1971 

(000 omitted other 
than per share) 

Sales. 8428,693 $488,166 

Earnings .... $ 8,792 $ 9,711 

Per Share ... $ .30 $ .32 

Per Share Diluted . $ .28 $ .31 

*Restated to reflect the results of acquired com¬ 
panies accounted for on a pooling of interests 
basis and adjusted for the 3 percent stock 
dividend and 100 percent stock distribution. 


DIVIDENDS on common shares in 1971 were: 


March 28,1971 
June 28,1971 
July 22,1971 
September 28,1971 
September 28,1971 
December 28,1971 


22V2^ Per Share 
25< Per Share 
3% Stock Dividend 
25< Per Share 
100% Stock Distribution 
\2 A/ 2t Per Share 


Regular cash dividends were paid quarterly on the 
preferred and preference shares. 


EARNINGS AND CASH DIVIDENDS 
PER SHARE COMMON STOCK* 


10 YEARS 

EARNINGS 

CASH 

DIVIDENDS 

1971 

$1.02 

$.49 

1970 

.94 

.42 

1969 

.82 

.35 

1968 (53 Weeks) 

.60 

.29 

1967 

.50 

.19 

1966 

.34 

.17 

1965 

.30 

.14 

1964 (53 Weeks) 

.21 

.09 

1963 

.14 

.08 

1962 

.12 

.08 

*Years prior to 1971 adjusted for stock dividends and distributions 


CAPITAL EXPENDITURES 


Estimated 
1971 1972 


(000 omitted) 

New Stores & Service Facilities $ 9,600 $18,000 

Existing Stores & Service Facilities 20,100 24,000 

TOTAL $29/700 $42,000 


REAL ESTATE SUBSIDIARIES 

Lucky’s wholly-owned real estate subsidiaries own 
properties, which are leased to Lucky, having an origi¬ 
nal cost of $50 million. These have been financed 
through various lending institutions with mortgages 
equal to the original investment. This permits us to own 
selected properties with no cash outlay and does not 
penalize earnings. 


ACQUISITIONS-1971 
Hancock Textile CoInc . 

Lucky exchanged 2.8 million common shares of 
Lucky for all outstanding stock of Hancock Textile 
Co., Inc. and affiliated corporations. Hancock has its 
headquarters and an 80,000 square foot distribu¬ 
tion facility in Tupelo, Mississippi, which supplies 
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New Corporate Head- 
quarters located at 
6300 Clark Avenue in 
Dublin, California. This 
modern building, on 
4V2 acres of land, is the 
administrative, ac¬ 
counting and computer 
headquarters for the 
company. 


its 81 large retail fabric stores located in the South, 
Southwest, and Pacific Coast areas, as well as some 
120 independent retail fabric stores in the Midwest 
and South. 

Dorman s, Inc. 

Lucky exchanged 205,000 common shares of 
Lucky for all the outstanding stock of Dorman’s, Inc., 
and an affiliated corporation. Dorman’s has its head¬ 
quarters and retreading and distribution facility in 
San Diego, California, which services its 15 tire 
stores located in San Diego and Imperial Counties, 
California. 

Kragen Auto Supply Co. 

Lucky exchanged 187,500 common shares of 
Lucky for all the outstanding stock of Kragen Auto 
Supply Co. Kragen has its headquarters and distri¬ 
bution center in San Jose, California, which services 
its 11 retail auto supply stores located in the San 
Jose and Salinas, California areas. 

All acquisitions were completed and accounted for 
on a pooling of interests basis in the fourth quarter of 
1971. 

DEBENTURES 

During the year $2,736,000 of convertible deben¬ 
tures were converted into Lucky common shares, leav¬ 
ing a balance of $4,348,000 outstanding at year end. 
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These debentures, in the original amount of $28 mil¬ 
lion, were issued in April of 1968 in the acquisition of 
the operations which now constitute our Midwestern 
Region. 

In May 1971 the sale of $25,000,000 8 */ 2 % sinking 
fund debentures due April 15, 1996 was completed. 


EXPANSION 

We opened/closed the following stores: 


Total square feet 
of stores operated 
at year end 


Approximate Size 

Per Store in 
Thousands 
of Sq. Ft. Open 

1971 

Year 
Close End 

Est. 1972 

Open Close 

Supermarkets 

23 

9 

8 

248 

2 

5 

Discount Centers 

32 

15 

0 

90 

32 

0 

Department Stores 105 

4 

0 

32 

8 

0 

Drug Stores 

12 

1 

3 

30 

0 

0 

Automotive 

6 

5 

0 

36 

10 

0 

Sporting Goods 

8 

0 

0 

3 

2 

0 

Apparel Stores 

6 

1 

3 

41 

1 

3 

Fabric 

12 

0 

0 

81 

15 

0 

Sub Total 


35 





Hancock 

12 

81 





Dorman’s/Kragen 

4 

26 





Total 


142 

14 

561 

70 

8 

Total square feet 







of stores opened 







and acquired 







(Net of closings) 


2.1 million 


2.1 million 


12.9 million 


15.0 million 
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HANCOCK FABRICS 


— 





...for every 10 purchase at Lucky... 



Farmers, Manufacturers, Distributors received.$ 7.77 

Employees Received for Wages and Other Benefits. 1.28 

Store Rent, Advertising, Shopping Bags, etc. take.36 

Painting, Repairing, Wear-and-Tear take.14 

City, State, Federal Taxes take.28 

Shareholders Received for Use of Their Funds.07 


Lucky Retained in Business to Pay Debts, Expand, Replace.10 

$ 10.00 
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LUCKY STORES, INC. 
CONSOLIDATED BALANCE SHEETS 


January 30, 

ASSETS 1972 


Current assets: 

Cash and short-term securities. $ 24,798,000 

Accounts receivable. 15,727,000 

Merchandise inventories, at the lower of cost (first-in, first-out or average) or market . 147,248,000 

Prepaid expenses and supplies. 6,946,000 

Properties held for sale and leaseback (including $1,809,000 at January 30,1972 
to be held by consolidated real estate subsidiaries for which long-term 

financing commitments had been obtained). 9,143,000 

Total current assets. 203,862,000 


Property, plant and equipment, at cost, less accumulated depreciation 
and amortization (Note 2): 

Lucky Stores, Inc. 96,817,000 

Real estate subsidiaries. 45,011,000 

141,828,000 

Long-term receivables, licenses and other assets. 5,106,000 

Excess of purchase price over net tangible assets acquired (Note 1). 13,981,000 


$364,777,000 


LIABILITIES AND STOCKHOLDERS' EQUITY 


Current liabilities: 

Current instalments on long-term obligations. $ 4,021,000 

Accounts payable and accrued expenses. 123,960,000 

Estimated taxes on income (Note 3). 5,986,000 

Total current liabilities. 133,967,000 


Long-term obligations —instalments due after one year (Note 4): 

Lucky Stores, Inc. 42,836,000 

Real estate subsidiaries. 45,354,000 

88,190,000 

Deferred taxes on income (Note 3). 6,600,000 


Stockholders’ equity: 

Preferred and preference stock, authorized —100,000 shares, $50 par value; 

1,000,000 shares without par value (Note 5). 8,061,000 

Common stock, authorized 35,000,000 shares, $1.25 par value-issued and 

and outstanding 30,057,642 and 15,974,266 (Notes 5 and 6). 37,572,000 

Capital in excess of par value of capital stock issued (Note 5). 48,768,000 

Earnings retained for use in the business (Note 4). 41,619,000 

Total stockholders’ equity. 136,020,000 


Commitments and contingencies (Notes 2 and 8) 

$364,777,000 


January 31, 
1971 


$ 6,670,000 
18,898,000 
125,491,000 
6,242,000 


9,602,000 

166,903,000 


81,686,000 

46,296,000 

127,982,000 

4,250,000 

13,981,000 

$313,116,000 


$ 3,997,000 
115,010,000 
5,000,000 

124,007,000 


22,899,000 

46,342,000 

69,241,000 


5,400,000 


8,072,000 

19,968,000 

46,517,000 

39,911,000 

114,468,000 


$313,116,000 



























































LUCKY STORES, INC. 

CONSOLIDATED STATEMENTS OF EARNINGS 


Fiscal year ended 



January 30, 
1972 
(52 weeks) 

January 31, 
1971 
(52 weeks) 

Sales and operating revenues. 

Cost of goods sold. 

. . . $1,793,613,000 

. . 1,416,502,000 

$1,576,982,000 

1,253,690,000 


377,111,000 

323,292,000 

Selling, general and administrative expenses. 

Provision for depreciation and amortization. 

Interest expense. 

. . 296,593,000 

. . 13,669,000 

. . . 5,671,000 

248,422,000 

12,289,000 

5,834,000 


315,933,000 

266,545,000 


61,178,000 

56,747,000 

Estimated taxes on income (Note 3): 

Current. 

Deferred . 


27,504,000 

1,269,000 


30,415,000 

28,773,000 

Net earnings for year. 

. . . 30,763,000 

27,974,000 

Earnings retained for use in the business, beginning of year: 

As previously reported. 

Retained earnings of pooled companies (Note 1). 

. . . 9,819,000 

27,801,000 

5,431,000 

As restated. 


33,232,000 

Dividends paid: 

On common stock: 

In cash—$ .48% and $ AZV 2 per share. 

In common stock —3%. 

On preferred and preference stock. 

Pooled companies’ dividends prior to date of pooling. 

. . 12,810,000 

. . . 15,526,000 

. . . 335,000 

. . . 384,000 

10,960,000 

10,000,000 

224,000 

111,000 


29,055,000 

21,295,000 

Earnings retained for use in business, end of year. 

. . . $ 41,619,000 

$ 39,911,000 

Earnings per share, adjusted for 3% stock dividend and 100% stock 
distribution in 1971 (Note 9): 

Assuming no dilution. 

. . . $1.02 

$.94 

Assuming full dilution. 

. . . $ .99 

■m 























































LUCKY STORES, INC. 

CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION 


Fiscal year 


January 30, 
1972 
(52 weeks) 


Financial resources were provided by: 

Net earnings for year. $30,763,000 

Add expenses not requiring expenditure of working capital in the year: 

Depreciation and amortization. 13,669,000 

Deferred taxes on income. 1,200,000 

Working capital provided by operations. 45,632,000 

Sales of property, plant and equipment. 2,213,000 

Increase in common stock: 

Upon retirement of convertible subordinated debentures. 2,736,000 

Proceeds from exercise of common stock options. 1,582,000 

Increase in long-term debt. 26,011,000 

Total resources provided. 78,174,000 


Financial resources were used for: 

Additions to property, plant and equipment: 

Lucky Stores, Inc. 29,728,000 

Real estate subsidiaries. 

Cash dividends: 

On common, preferred and preference stock. 13,145,000 

Pooled companies’ dividends prior to date of pooling. 384,000 

Reductions in long-term debt: 

Through exchange of convertible subordinated debentures for common stock . . . 2,736,000 

Other. 4,326,000 

Increase in long-term receivables. 856,000 

Total resources used. 51,175,000 

Increase in working capital. $26,999,000 


ANALYSIS OF CHANGES IN WORKING CAPITAL 


Increase (decrease) in current assets: 

Cash and short-term securities. $18,128,000 

Accounts receivable. (3,171,000) 

Merchandise inventories. 21,757,000 

Prepaid expenses and supplies. 704,000 

Properties held for sale and leaseback. (459,000) 


36,959,000 


(Increase) decrease in current liabilities: 

Current instalments on long-term obligations. (24,000) 

Accounts payable and accrued expenses. (8,950,000) 

Estimated taxes on income. (986,000) 


(9,960,000) 

Increase in working capital. $26,999,000 


ended 


January 31, 
1971 
(52 weeks) 


$27,974,000 

12,289,000 

2,100,000 

42,363,000 

2,052,000 

7,992,000 

793,000 

6,136,000 

59,336,000 


24,413,000 

6,250,000 

11,184,000 

111,000 

7,992,000 

4,840,000 

1,081,000 

55,871,000 

$ 3,465,000 


($17,439,000) 

6,104,000 

25,639,000 

1,142,000 

(3,016,000) 

12,430,000 


(73,000) 

(13,900,000) 

5,008,000 

(8,965,000) 

$ 3,465,000 
























































LUCKY STORES, INC. 

NOTES TO FINANCIAL STATEMENTS 


NOTE 1 — Principles of consolidation: 

The consolidated financial statements include the accounts of the 
Company and all its subsidiaries. All material inter-company items 
have been eliminated in consolidation. 

During 1971, the Company entered into three agreements under 
which 2,800,000, 205,000 and 187,500 shares of common stock 
were exchanged for all of the outstanding stock of Hancock Textile 
Co., Inc., Dorman’s, Inc., and Kragen Auto Supply Co., respectively, 
and their related companies. The financial statements for the year 
ended January 31,1971, have been restated to reflect these trans¬ 
actions on a pooling of interests basis and the financial statements 
for the year ended January 30, 1972 include the accounts of the 
acquired companies for the full year. 

Hancock Textile operates retail fabric stores and is a wholesaler 
of fabrics and related items, Dorman’s operates tire stores and 
retreads tires and Kragen Auto Supply operates retail auto supply 
stores. Sales and net earnings of the Company prior to giving effect 


NOTE 2 — Property, plant and equipment: 


Buildings. 

Leasehold costs and improvements. 

Fixtures and equipment. 

Less: Accumulated depreciation and amortization . . . 

Land. 


to the current year pooling transactions are summarized below 
with the sales and net earnings of the acquired companies: 


January 30, January 31, 
1972 1971 


Sales and operating revenues: 

Lucky . 

$1,684,139,000 

$1,488,715,000 

Acquired companies . . . 

109,474,000 

88,267,000 

Total. 

$1,793,613,000 

$1,576,982,000 

Net earnings for year: 

Lucky . 

$ 24,571,000 

$ 23,475,000 

Acquired companies . . . 

6,192,000 

4,499,000 

Total. 

$ 30,763,000 

$ 27,974,000 


The excess of the amount paid for the assets and business 
over the net tangible assets acquired in prior years, amounting to 
$13,981,000, is not being amortized, since in the opinion of manage¬ 
ment the amount represents an asset with continuing value. 


Lucky Stores, Inc. Real Estate Subsidiaries 


January 30, 
1972 

January 31, 
1971 

January 30, 
1972 

January 31, 
1971 

$ 9,209,000 

$ 4,546,000 

$32,073,000 

$32,229,000 

19,571,000 

17,664,000 



125,117,000 

108,699,000 

3,288,000 

3,309,000 

153,897,000 

130,909,000 

35,361,000 

35,538,000 

59,038,000 

50,937,000 

5,039,000 

3,744,000 

94,859,000 

79,972,000 

30,322,000 

31,794,000 

1,958,000 

1,714,000 

14,689,000 

14,502,000 

$ 96,817,000 

$ 81,686,000 

$45,011,000 

$46,296,000 


At January 30, 1972, all land, buildings, and equipment owned by real estate subsidiaries and approximately $2,800,000 of land, buildings, 
and equipment owned by Lucky Stores, Inc. were pledged to secure certain notes payable. 

Depreciation of buildings, fixtures and equipment is provided mainly by the straight-line method over the estimated useful lives of the 
assets. Leasehold costs and improvements are amortized over the shorter of their estimated useful lives or the periods of the leases. 

Most of the stores and certain other facilities are leased. Approximate minimum annual rentals under leases in effect at January 30, 1972 
are summarized as follows: 


Fiscal years 
ending in 


1973-1976 

$22,000,000 

1977-1980 

20,000,000 

1981 -1984 

16,000,000 

1985-1988 

12,500,000 

1989-1992 

9,600,000 

1993-1996 

7,600,000 

1997-2000 

3,300,000 

2001-2013 

1,000,000 or less 


Leases in certain operating areas provide for additional rents based on sales in excess of specified amounts. 














































NOTE 3 — Income taxes: 

Deferred income taxes arise because certain expenses, principally 
depreciation, are reported in different periods for income tax and 
financial accounting purposes. 

The Company accounts for investment tax credits by the flow 
through method which reduced income tax expense by $740,000 
in 1971 and $631,000 in 1970. 

NOTE 4 — Long-term obligations - due after one year: 



January 30, 

January 31, 

Lucky Stores, Inc.: 

8 ^ 2 % sinking fund debentures, 

1972 

1971 

due April 15, 1996 . . 

5% convertible subordinated 

$25,000,000 


debentures, due April 1, 1993 . 
Unsecured 5.48% notes payable 
in equal annual instalments to 

4,348,000 

$ 7,084,000 

1976 . 

6 % unsecured notes payable in an¬ 
nual instalments of $ 1 , 000,000 

2,336,000 

2,919,000 

to 1973 and $2,500,000 in 1974 
Unsecured note payable to bank 
with an interest rate %% above 

3,500,000 

4,500,000 

the bank’s prime rate .... 

4,957,000 

5,959,000 

Other . 

2,695,000 

2,437,000 

Real estate subsidiaries: 

5y 8 % to 9%% mortgage notes, 
payable $4,200,000 annually to 
1982, $4,800,000 in 1983 and in 
decreasing amounts thereafter 
to 2001 (in each case including 

42,836,000 

22,899,000 

interest). 

45,354,000 

46,342,000 


$88,190,000 

$69,241,000 


The 8 V 2 % sinking fund debentures may be called at prices de¬ 
creasing from 108.08% of face value in 1972 to 100% after 1990. 
The Company must provide for annual retirement payments in the 
amount of $1,250,000 beginning April 14, 1977. 

The 5% convertible subordinated debentures are convertible 
into common stock at a rate of 100 shares for each $ 1,000 in 
principal amount (equivalent to $10.00 per share). Debentures 
may be called at prices decreasing from 104.50% of face value 
in 1972 to 100% after 1989. 

The unsecured note payable to bank is payable in annual instal¬ 
ments of $300,000 in 1972 and 1973 with the balance due in 1974, 
subject to acceleration dependent upon the extent of increase in 
earnings of the Midwestern Region. 

The amounts of principal maturing in the five years subsequent 
to January 30, 1972 on all long-term debt are as follows: fiscal 
year ending in 1973-$4,021,000; 1974-$3,299,000; 1975-$9,041,000; 
1976-$1,899,000; and 1977-$1,980,000. 

Earnings retained for use in the business at January 30, 1972 
are unrestricted as to cash dividends under applicable covenants 
contained in the long-term note agreements and indentures. 

NOTE 5 —Stockholders’ equity: 

There are seven series of preferred and preference stock out¬ 
standing. At January 30, 1972 and January 31, 1971 there were 
5,183 and 5,233 shares of $50 par value outstanding, respectively; 
and 156,041 and 156,200 shares without par value outstanding, 


respectively. Each of the preferred and preference shares is entitled 
to one vote per share in respect to all matters subject to the vote 
of the shareholders and is redeemable at $50 per share after 
various stipulated dates. Substantially all preferred and preference 
stock is convertible into common stock at various dates on or before 
January 1,1981; if all conversion privileges are exercised, 558,686 
additional shares of common stock would be issued. 

Changes in common stock and capital in excess of par value of 
capital stock issued were: 


Common stock 
Shares Amount 


Capital in 
excess of par 
value of 
capital stock 
issued 


Balance, February 1, 1970 . 11,949,440 $14,937,000 $30,062,000 
Conversion of 5% conver¬ 
tible subordinated deben- 


tures and preferred 
stock . 

381,153 

476,000 

7,518,000 

Approximate market value 
of common shares issued 
as a 3% stock dividend 
on July 22, 1970 . . . 

367,655 

460,000 

9,540,000 

Amount received on exer¬ 
cise of stock options 

83,518 

104,000 

689,000 

Balance, January 31, 1971 
As previously reported . 

12,781,766 

15,977,000 

47,809,000 

Adjustment to reflect pool¬ 
ing transactions com¬ 
pleted in January, 1972 
(Note 1). 

3,192,500 

3,991,000 

(1,292,000) 

As restated . . . 

15,974,266 

19,968,000 

46,517,000 

Amount representing par 
value of common shares 
issued as a 100 % stock 
distribution on Septem¬ 
ber 28,1971 . 

13,390,332 

16,738,000 

(16,738,000) 

Approximate market value 
of common shares issued 
as a 3% stock dividend 
on July 22, 1971 . . . 

386,706 

483,000 

15,043,000 

Amount received on exer¬ 
cise of stock options 

135,920 

170,000 

1,412,000 

Conversion of 5% conver¬ 
tible subordinated deben- 
tures and preferred 
stock . 

170,418 

213,000 

2,534,000 

Balance, January 30, 1972 . 

30,057,642 $37,572,000 $48,768,000 


At January 30, 1972, there were 1,787,319 shares of authorized 
but unissued common stock reserved for issuance upon conversion 
of preferred and preference stock and 5% convertible subordinated 
debentures and exercise of outstanding stock options. 

NOTE 6 — Stock option plans: 

Under the qualified stock option plans, options to purchase com¬ 
mon stock may be granted to key employees at not less than the 
fair market value at the time of grant. No option may be exercised 
within two years from the date of the grant (except to a limited 
extent in the event of the death of the optionee) or after the expira¬ 
tion of five years. 

































The following summarizes the activity during the year under the 
stock option plans: 

Common shares 
Options 

Options authorized 
outstanding not granted 


Balance, January 31, 1971. 

471,607 

572,082 

Adjustment for 3% stock dividend and 
100% stock distribution .... 

382,441 

594,742 

Options granted at $19.72 to $22.82 
per share. 

89,000 

(89,000) 

Options exercised (representing 
options granted during years 1966 
through 1969) at prices ranging 
from $3.53 to $14.49 per share 

(135,920) 


Options terminated, of which 10,631 
may not be regranted. 

(13,387) 

2,756 

Balance, January 30,1972 . 

793,741 

1,080,580 


The outstanding stock options at January 30, 1972 represent 
grants from 1967 through 1971 at prices ranging from $7.50 to 
$22.82 per share. 


NOTE 7 —Pension plans: 

The Company provides pensions for salaried employees through 
a noncontributory pension plan. The provisions for the years ended 
January 30, 1972 and January 31, 1971 amounted to $868,000 and 
$837,000, respectively, and included estimated current service 
costs, interest on unfunded prior service cost and amortization 
of unfunded prior service cost over a twenty-five year period. The 
Company’s policy is to fund pension costs accrued. The Company 


also pays for various retirement plans covering most employees 
represented by collective bargaining agreements. 

NOTE 8 - Litigation and commitment: 

Legal proceedings have been brought against the Company for 
substantial damages under the antitrust laws and for certain other 
matters. Counsel has advised the Company that it has substantial 
defenses against these actions. Management is of the opinion that 
it is unlikely that these actions will have a material effect upon the 
financial condition of the Company. 

After January 30, 1972 the Company signed an agreement to 
exchange 10,000 preference shares and approximately 6,200 com¬ 
mon shares for all the outstanding shares of Thurmond Chemicals, 
Inc. The preference shares are convertible into 20,000 common 
shares. 

NOTE 9 — Earnings per share: 

Earnings per share assuming no dilution are computed on the 
basis of the weighted average number of outstanding common 
shares (29,836,807 in the current year and 29,223,906 in the prior 
year) after dividends on preferred and preference stock. Computa¬ 
tion of fully diluted earnings per share assumes conversion of the 
convertible preferred and preference stock and the 5% convertible 
subordinated debentures as of the beginning of the year and 
exercise of the outstanding stock options as of the beginning of 
the year with the proceeds from exercise being used to purchase 
common stock at the average market price during the year. Earn¬ 
ings used in the computation of fully diluted earnings per share 
reflect elimination of applicable preferred and preference dividend 
requirements and of applicable interest expense, net of related 
taxes on income. 


Price Waterhouse & Co. 


1939 Harrison Street 
Oakland 94612 

March 17, 1972 


To the Board of Directors of 
Lucky Stores, Inc. 

In our opinion, the accompanying consolidated balance 
sheets, the related consolidated statements of earnings and the 
consolidated statements of changes in financial position present 
fairly the financial position of Lucky Stores, Inc. and its 
subsidiaries at January 30, 1972 and January 31, 1971, the 
results of their operations and changes in financial position 
for the fiscal years then ended, in conformity with generally 
accepted accounting principles consistently applied. Our 
examinations of these statements were made in accordance with 
generally accepted auditing standards and accordingly included 
such tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances. 


Or 
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your company is the eighth largest food retailer 
in the United States. 
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SERVICE FACILITIES 

FOOD DISTRIBUTION CENTERS 


m 

Location 

Land 

Buildings 

Stores Served 

Buena Park, California 

62 acres 

1.112.000 sq. ft. 

111 

San Leandro, California 

65 acres 

870,000 sq.ft. 

119 

Milan, Illinois 

47 acres 

718,000 sq.ft. 

117 

Location 

NON-FOOD DISTRIBUTION CENTERS 


Type 

Size 

Stores Served 

Pico Rivera, California 

Soft Goods 

120,000 sq. ft. 

148 

Los Angeles, California 

Appliances 

31,000 sq. ft. 

If. 

San Francisco, California 

Appliances 

35,000 sq. ft. 

10 

- San Diego, California 

Automotive 

210.000 sq. ft. 

100 

San Jose, California 

Automotive 

68,000 sq.ft. 

35 

Tupelo, Mississippi 

Fabric 

80,000 sq. ft. 

201 

MANUFACTURING - PROCESSING FACILITIES 


Type 

Buena Park, Ca. 

San Leandro, Ca. 

Milan. Ill. 

Bakery 

44,000 sq. ft. 

44,000 sq. ft. 

49,000 sq. ft. 

Meat 

93,000 sq.ft. 

79,000 sq. ft. 

— 

Dairy 

34,000 sq. ft. 

34,000 sq. ft. 

— 

Delicatessen Packaging 

Pico Rivera, Ca. 

14,000 sq. ft. 

— 




Household Chemicals (pending) 

48,000 sq. ft. 
































Joodstores 



Food JBasket 



Lucky Discount Supermarkets in the 
Western States; Food Basket in San 
Diego County California; Eagle in the 
Midwest and Texas. All stores operate 
on a discount pricing philosophy- 
everyday low prices in all departments. 


department stores 



Gemco Membership 
Stores in the West 
and Texas; Memco 
in the Midwest and 
East. 



drugstores 





Lucky operated a total of 101 pharma¬ 
cies in drug, department stores and 
food markets at year end. 


automotive stores 


NE^O^jaro^ARTSCO. 

I AIK) PAR I> 
■ ' NX FST 



New division dealing primarily in auto 
parts and tires in the state of California. 


DORMAN'S 


fabric stores 

Distribution facility 
in Tupelo, Missis¬ 
sippi serving over 
200 stores selling 
all types of fabrics 
and notions. 




specialty stores 

c /Mens 



Three experimental sporting goods and 
leisure products stores in Orange 
County. Ardens—ladies and childrens 
apparel stores in four Western states. 
Part of apparel distribution network 
serving 148 company stores. 
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ttEarnings exclude non-recurring gain in 1969. 
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52 Weeks 52 Weeks 52 Weeks 53 Weeks 52 Weeks 52 Weeks 52 Weeks 53 Weeks 52 Weeks 52 Weeks 

1971 1970 1969+t 1968 1967 1966 1965 1964 1963 1962 
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